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“Economics, geography, common 
sense and the national interest dic- 
tate that we try to secure and expand 
our trade with our closest and largest 
trading partner.”’ 


—Prime Minister Mulroney 
September 26, 1985 


“lL. .propose that our two govern- 
ments pursue a new Trade Agree- 
ment involving the broadest possible 
package of mutually beneficial reduc- 
tions in barriers to trade in goods and 
services. Such an agreement should 
secure and enhance access to each 
other’s markets by reducing and 
eliminating tariff and non-tariff 
barriers and result in a better and 
more predictable set of rules 
whereby our trade is conducted. ”’ 


—The Prime Minister to President 
Reagan, October 1, 1985 


“This is a good deal, good for 
Canada; and good for all 

Canadians. .. This deal is going to 
give us greater access to the biggest, 
richest, most dynamic market in the 
world.” 


—The Prime Minister 
October 5, 1987 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31761115527475 


INTRODUCTION 


Canadians know from experience that 
trade brings great benefits to all. Our coun- 
try was built on it. Foreign trade is the basis 
of our current prosperity. In fact, exports 
account for roughly 30 per cent of our 
income and trade with the United States, our 
biggest customer by far, brings in roughly a 
quarter of every dollar we earn. 

For the past 50 years, Canada has been 
seeking to gradually reduce barriers to trade 
through bilateral and multilateral negotia- 
tions. The new trade agreement that has just 
been negotiated with the United States is 
the most significant step in this process — a 
process that will ensure that trade with our 
major partner will flow more freely and 
securely by the end of the 20th century. It is 
an Agreement designed to prepare Canada 
for the 21st century. The Agreement will: 


¢ ensure our industries can grow from 
their Canadian base; 

* encourage new investment in world- 
class Canadian enterprise; 

e create a more Stable and certain frame- 

work for co-operative relations between 

Canada and the United States; and . 

set a bilateral precedent for global 

action. 


This Agreement will give us improved and 
more secure access to the world’s largest 
market. It will encourage Canadian pro- 
ducers to improve their competitiveness — 
and give them a market large enough to 
create the economies of scale and speciali- 
zation necessary to be competitive in 


markets around the world. And, above all, it 
will lead to the creation of hundreds of 
thousands of new jobs. 

Consumers will benefit as tariffs fall. 
Prices will drop. More products, both 
Canadian and American, will be available, in 
both countries. Canadian industries will 
enjoy the economies of scale that flow from 
free access to the North American market. It 
will benefit many industries through lower 
production costs. 

The Agreement will benefit all provinces 
and all regions of Canada. All major sectors 
of the economy — agriculture and fisheries, 
forest products and minerals, large and 
small manufacturing industries, services and 
retail trade — have much to gain. 

The Agreement protects and builds upon 
the advantages provided by the Auto Pact, 
another bilateral agreement with the United 
States. It maintains safeguards placed on 
Auto Pact companies and stiffens North 
American content requirements for the 
offshore producers establishing assembly 
plants here. And it opens up new opportuni- 
ties for the producers of replacement parts 
and tires —- products outside the original 
Auto Pact. 

Of fundamental importance, the Agree- 
ment respects Canada’s political indepen- 
dence and cultural sovereignty, our system 
of social programs and our regional develop- 
ment policies. It preserves those institutions 
and values which define us as Canadians. 
And it does so in a way that increases our 
ability to maintain our way of life. 

On the following pages, you will find a 
brief summary of the Agreement and an 
explanation of its effects on Canadians in 
their various fields of endeavour. 


SECURING ACCESS TO 
THE U.S. MARKET 


Under international agreements, all 
industrial nations have trade laws which 
allow them to protect themselves from 
imports dumped at unfair prices or unfairly 
subsidized. And countries also have the right 
to take emergency action to protect indus- 
tries which face serious injury from even fair 
competition. 

Canada itself has such laws and has taken 
action on many occasions to penalize unfair 
trade practices and to protect industries 
from being overwhelmed. The right of coun- 
tries to use such laws is not in question. But 
the manipulation of them can threaten even 
the closest trading relationship. 

Most Canadian and American trade flows 
freely and without dispute across our border. 
But access to the United States market has 
become increasingly insecure for many 
Canadian exporters in recent years because 
of protectionist actions taken against them 
under U.S. trade laws. Canadian jobs have 
been lost as a result and the economic 
environment has become much less certain. 

At Canada’s insistence, the Agreement 
contains measures to limit this uncertainty 
and restore the rule of law in commerce 
between the two countries. It will prevent the 
use of trade laws as instruments of un- 
warranted protection. It will allow Canadian 
exporters to compete in the U.S. market on 
a more secure, predictable and equitable 
footing. 

This is vital to Canadian producers. It will 
give them the confidence to make the 
investments needed to take full advantage of 


new opportunities under the Free Trade 
Agreement. 


Security for Canadian Exporters 

Under existing international rules, coun- 
tries that take emergency action to protect 
an industry from serious injury caused by 
import competition usually restrict such 
imports from a// countries — even when 
they are not the cause of the problem. 

This Agreement protects fair-trading 
Canadians from being victimized by sweep- 
ing trade actions. When imports from 
Canada are not substantial and are not an 
important cause of the injury, Canadian 
producers will be excluded from the effect of 
U.S. measures. We will no longer be side- 
swiped. 


Dispute Settlement 

The Agreement provides for a unique 
means of resolving trade disputes. A panel 
with representation from Canada and the 
United States will act as a final ‘“‘court of 
appeal’, with binding powers to ensure the 
fair and impartial application of anti-dump- 
ing and countervailing laws. The panel will 
have the power to overturn decisions if it 
finds that national laws have been improp- 
erly or unfairly applied. This will ensure that 
the rule of law — not political power — 
governs the trade process. 

Yet the Agreement goes further. Canada 
and the U.S. have agreed to negotiate new 
rules to govern our trading relationship. 
These rules would take effect by 1994, five 
years after the Agreement takes effect. 


Implementing and Interpreting 
the Agreement 

The Agreement establishes a bi-national 
commission, headed by Cabinet ministers, 
to ensure that the trade Agreement is imple- 
mented to the satisfaction of both countries. 
Mandatory notification and consultation 
procedures have been designed to avoid 
disputes. 


IMPROVING ACCESS TO 
THE U.S. MARKET 


With access secured, our exporters can 
concentrate on taking full advantage of 
other provisions of the Agreement which will 
increasingly open the huge U.S. market to 
Canadian products on a fair, competitive 
basis. 


Tariffs 

Tariffs between the two countries will be 
eliminated by the time the Agreement is fully 
implemented in 1998. Depending on the 
sensitivity of the sector affected by the 
changes, tariffs will be eliminated in one of 
three different ways: 

e immediately as of January 1, 1989; 

e five equal steps to January 1, 1993; 

e ten equal steps to January 1, 1998. 

This schedule provides companies and 
individuals ample time to adjust to new 
competitive circumstances. In fact, 
Canadians have successfully adapted, and 
prospered, in prior periods of multilateral 
tariff reductions. Adjustment is a normal, on- 
going feature of our economy. 


Procurement 

During the last round of multilateral 
negotiations with all our trading partners, 
Canada and the U.S. signed a code to 
liberalize government purchasing 
restrictions. 

The Canada/U.S. Agreement will open up 
significant new market opportunities for 
Canadian suppliers. These opportunities 
cover a wide variety of goods, meaning that 
a great number of firms and all regions of 
Canada can benefit. 


NEW OPPORTUNITIES FOR TRADE 


General Service Industries 

The service sector is today the largest 
source of employment and economic activity 
in Canada. The Free Trade Agreement will 
create new opportunities for trade in ser- 
vices, giving both Canadian and American 
service industries the right to do business on 
either side of the border. The Agreement 
sets a global precedent by creating rules to 
ensure that the U.S. treats Canadian 
businesses in the same way as American 
businesses and vice versa with regard to any 
future laws. Mutually acceptable profes- 
sional standards will be established for 
services such as architecture. Among the 
service industries covered by the Agreement 
are agriculture and forestry services, mining 
services, construction services, distribution 
trade services, insurance and real estate 
services, commercial services, computer and 
enhanced telecommunications services and 
tourism services. Excluded from the Agree- 
ment are services provided by government 
and social services such as child care, as are 


cultural industries, legal services, all trans- 
portation modes and basic telecommunica- 
tions. 


Financial Services 

Both Canada and the United States want 
to create greater opportunities for their 
financial institutions to provide services, 
both at home and in each other’s market. 
The Agreement will provide this opportunity 
in a way that safeguards the public interest. 

Canada will end the 25 per cent foreign 
ownership restriction in Canadian-controlled 
financial institutions while maintaining the 10 
per cent limit on any one shareholder — the 
principal measure which ensures broad 
ownership. This will allow our large world- 
class financial institutions to tap global 
financial markets and enhance their financial 
strength. Canada will also exempt U.S. bank 
subsidiaries from the asset ceiling on foreign 
banks — a policy already altered by the 
fundamental regulatory reforms announced 
last year. 

Canadian banks in the United States will 
be able to trade and distribute securities 
issued or guaranteed by Canadian govern- 
ments — federal, provincial and 
municipal — an important new opportunity 
previously denied under U.S. legislation. 

Finally, Canadian financial institutions 
operating in the U.S. are now guaranteed 
that they will enjoy the same rights as 
American financial institutions upon imple- 
mentation of proposed American financial 
reforms. 


investment 
Trade and investment go hand in hand to 
produce economic development. The Free 


Trade Agreement promotes the positive, 
stable investment climate that is vital to a 
more productive economy, while ensuring 
Canada’s sovereign right to review signifi- 
cant transactions. 

Consistent with existing rules under 
Investment Canada, Canada will continue to 
welcome the establishment of job-creating 
new businesses, but reserves the right to 
review large, direct acquisitions. Review of 
indirect acquisitions — ownership changes 
in Canada resulting from mergers in other 
countries — will be phased out, though 
Canada’s new competition law will still 
apply. The oil, gas and uranium industries 
will continue to be reviewed under existing 
criteria, and ownership restrictions in key 
sectors such as energy, air transport, tele- 
communications and cultural industries will 
be maintained. The unique status of cultural 
industries is explicitly entrenched. In effect, 
the cultural industries are exempt. Canada 
can also ensure that any Crown corpora- 
tions that are privatized remain in Canadian 
hands. 

For its part, the United States will accord 
Canadian investors the same rights as their 
own nationals — an important element of 
Stability for the many Canadian enterprises 
expanding beyond their Canadian base. Like 
Canada, the U.S. will maintain its existing 
sectoral investment restrictions. 


Agriculture 

Canadians will benefit from a more open 
environment for trade in farm products. All 
agricultural tariffs will be eliminated over 
10 years, although Canada will be able to 
cushion domestic producers of fresh fruits 
and vegetables in times of depressed prices. 


Special provisions ensure that acreages 
converted from grape growing to other fresh 
fruits and vegetables are covered by this 
protection. Beef exports between the two 
countries will be exempt from restrictions, 
ensuring that Canadian beef and veal has 
year-round access to the U.S. market. No 
export subsidies will be permitted on trade in 
agricultural products between Canada and 
the U.S. Canada will also be exempt from 
any U.S. restrictions affecting products 
containing 10 per cent or less sugar, a 
measure of great importance to the 
Canadian food-processing industry. 

The Agreement does not affect the right 
of federal and provincial governments to 
protect and stabilize farm incomes. The 
existence of farm marketing boards for 
grains, dairy, poultry and egg industries, as 
well as Canada’s right to establish new 
boards, will not be affected by free trade. 

Canada’s farmers will make real gains. 
Those agricultural and food products that 
Canadians produce in abundance — meat 
and livestock, grains, oilseeds and 
potatoes — will compete on an equal foot- 
ing with U.S. products in the huge American 
market. 


Fisheries 

Fishermen on both coasts will have tariff- 
free access to the U.S. market for all fish 
products. This will provide better opportuni- 
ties for Canadian fish processors. In addi- 
tion, the Free Trade Agreement will curtail 
the abuse of technical standards that in the 
past has handicapped Canadian fish export- 
ers. The Agreement will introduce accounta- 
bility to dispute settlements which in the 
past have been arbitrary and unilateral. East 
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coast provincial regulations that require the 
processing of fish prior to export remain in 
effect. 


Energy 

Two basic ideas underlie the energy 
section of the Agreement: Canada will be a 
reliable supplier if the United States is a 
reliable customer and both countries will 
share their energy supplies in the event of an 
energy shortage. 

This is not a new idea. It builds on our 
longstanding commitment made through the 
International Energy Agency — a commit- 
ment based on the reality of interdepend- 
ence and the disastrous global conse- 
quences of energy shortages. 

In light of this interdependence, the United 
States has agreed to exempt Canada from 
its restrictions on the enrichment of foreign 
uranium which threatened to be a barrier to 
uranium sales in the U.S.; not to impose 
tariffs or other restrictions on the flow of 
Canadian energy; and to allow Canadian 
access to Alaskan oil. The Agreement will 
provide an environment for greater expan- 
sion and security of energy exports to the 
WSs. 


Cultural Industries 

Canada’s ability to foster its unique cul- 
tural identity is fully safeguarded in this 
Agreement. The United States has explicitly 
acknowledged Canada’s legitimate con- 
cerns over foreign investment in cultural 
industries. The Agreement does not prevent 
the government from taking any new meas- 
ures to support cultural industries. 


Important tax policies supporting 
Canadian cultural industries have been 
maintained. 

Consistent with the copyright policy 
announced in 1985, rules regarding cable 
television retransmission rights will be 
reformed to protect both Canadian and U.S. 
Copyright holders. 


Wine and Liquor 

The Agreement will phase out over seven 
years discriminatory pricing and listing of 
wine and distilled spirits. Canadian consum- 
ers will benefit from a wider choice of com- 
petitively priced wine and liquor. World-class 
Canadian distillers will enjoy greater and 
more assured access to the United States. 

The current provisions that require wines 
sold in grocery stores in the province of 
Quebec to be bottled within the province 
remain unchanged. The sale of wines in 
existing specialty retail outlets in Ontario and 
B.C. also remains unchanged. 


Automotive Trade 

The Free Trade Agreement builds on the 
basic principles underlying the Auto Pact of 
1965 — the need to promote the integration 
of the North American auto industry while 
ensuring a fair share of production for 
Canada. Safeguards ensuring production in 
Canada remain in place, even though 
automotive production in Canada far 
exceeds the minimum requirement due to 
our competitive costs. 

The Agreement adds to the Auto Pact by 
removing tariffs on tires and replacement 
parts. 

Auto Pact safeguards remain. Products 
traded under the FTA will be governed by a 
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new, 50 per cent North American content 
standard, providing improved opportunities 
for Canadian auto parts producers. Duty 
remission will be eliminated over time. 

Both Canada and the United States 
recognize the dramatic changes which have 
taken place in the North American industry 
since 1965. In light of those changes, a blue 
ribbon panel will be formed to make recom- 
mendations on a mutually beneficial 
automotive policy for the 1990s and 
beyond. 


CONCLUSION 


For the past 50 years, Canadians have 
adapted and prospered as trade barriers 
gradually came down at home and abroad. 
We have used that prosperity to develop a 
distinctive set of Canadian institutions and 
programs and a vibrant Canadian culture. 

The Canada-U.S. Free Trade Agreement 
is the next logical step in that process —a 
process that will ensure our ability to con- 
tinue Our economic, social and cultural 
development. 

Unlike the sudden enormous shocks 
which have affected us in the recent past — 
from rapid oil price changes to rising inter- 
est rates — the change contemplated as a 
result of this Agreement will be gradual and 
orderly. Nonetheless, the government will 
assist any Canadians affected by the trade 
agreement to take advantage of new oppor- 
tunities. But while the pace of change is 
gradual, the Agreement is nonetheless 
historic, a watershed in the life of our nation 
and the attitude and outlook of Canadians. 


This Agreement offers Canadians a 
choice — a choice between looking outward 
and building bridges to other lands; or look- 
ing inward and building walls around our 
country. 

It is a challenge for all of us: a challenge to 
seize the opportunities in the largest and 
most dynamic market in the world and to 
use those opportunities as a springboard to 
other lands. 

It offers Canadians a vision of the 
future — a prosperous, confident and 
mature society with a flourishing culture and 
compassionate social system. 

And it expresses a broader message for 
the world: that national independence and 
global interdependence can be reconciled 
and that only through a more open and 
secure trading system can all nations 
develop their full potential and help their 
peoples. 

That is why this Agreement is not just a 
matter of immediate costs and benefits, of 
merely solving today’s problem. It is an 
agreement for the future with the promise of 
a stronger, more prosperous Canada in the 
year 2000. 
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